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1 . SUMMARY: COMMISSION FINANCE OFFICIALS ARE RELIEVED TO 
HAVE THE RANCOR OF THE INTERNATIONAL MONETARY REFORM 
DEBATE BEGIND THEM. THEY NOW WANT TO MAKE THE SYSTEM 
WORK BY MAINTAINING ORDERLY EXCHANGE MARKETS, COORDINATING 
ECONOMIC POLICIES AND EMPHASIZING SOUND ECONOMIC MANAGEMENT. 
THEY FAVOR THE STEADY EVOLUTION TOWARD GUIDED EXCHANGE RATES 
AS A WAY TO STABILIZE RATES AND THEREBY IMPROVE THE 
INTERNATIONAL ECONOMIC SITUATION. SOME OFFICIALS ARE 
CONCERNED OVER CONTINUED EC DEPENDENCY ON THE US IN MONETARY 
AFFAIRS BUT THEY SEE LITTLE PROSPECT OF THE EC BECOMING 

AN EFFECTIVE COUNTER-WEIGHT TO US IN THE FORESEEABLE 
FUTURE. END SUMMARY. 

2. REACTIONS TO JAMAICA MEETING: COMMISSION FINANCE 
OFFICIALS ARE SATISFIE D WITH THE CONCLUSION OF THE 
RECENT IMF INTERIM COMMITTEE MEETING. IT HAS CONCLUDED 
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FIVE YEARS OF RANCOROUS DEBATE OVER REFORM OF THE 
INTERNATIONAL MONETARY SYSTE. IMF MEMBERS, PARTICULARLY 
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THE INDUSTRIALIZED COUNTRIES, CAN NOW TURN TO MAKING 
THE NEW SYSTEM WORK. OFFICIALS HERE ARE ALSO PLEASED 
OVER THE SPIRIT OF FRANCO-US COOPERATION AT JAMAICA; 

THIS AUGURS WELL FOR CLOSER EC-US COOPERATION IN INTERNATIONAL 
MONETARY MATTERS. 

3. US TRIUMPH: THEY SEE THE IMF REFORMS AS ESSENTIALLY 
A RECOGNITION OF EXISTING REALITIES AND AS A TRIUMPH 
FOR THE US. THE INTERIM COMMITTEE OFFICIALLY RECOGNIZED 
THE FLOATING RATE SYSTEM, UNDERTOOK TO PHASE GOLD OUT 
OF THS SYSTEM, AND REAFFIRMED THE DOLLAR AS THE PRIMARY 
INTERNATIONAL RESERVE CURRENCY. THESE OFFICIALS ADD 
THAT THE SDR WILL NOT REPLACE THE DOLLAR AS THE PRIMARY 
RESERVE ASSET FOR THE FORESEEABLE FUTURE. 

4. SOME CONCERNS: COMMISSION OFFICIALS ARE CONCERNED THAT 
UNDER THE NEW SYSTEM THE US WILL BE ABLE TO OPERATE MORE 
AUTONOMOUSLY THAN UNDER THE BRETTON WOODS SYSTEM. 

THE OLD SYSTEM IMPOSED THE CONSTRAINTS ON THE US OF 
DOLLAR CONVERTIBILITY INTO GOLD AND MAINTENANCE OF A 
PAR VALUE. SOME OFFICIALS BELIEVE THAT ELEMENTS OF THE 
NEW SYSTEM COULD BE DISRUPTIVE; 1) THE SYSTEM DEPENDS 
LARGELY ON SOUND MANAGEMENT OF THE US ECONOMY; 2) 

THE US MAY HAVE A MORE AGRESSIVE ATTITUDE TOWARDS ITS 
COMPETITIVE POSITION IN INTERNATIONAL TRADE THAN WAS 
THE CASE DURING MUCH OF THE BRETTON WOODS PERIOD; AND 
3) OVER THE PAST 30 YEARS WORLD ECONOMIC POWER HAS EVOLVED 
FROM A POSITION OF US DOMINANCE TOWARD A MULTI-POLAR STRUCTURE 
IN WHICH SEVERAL OF THESE POLES ARE MANEUVERING FOR 
INCREASED ECONOMIC INFLUENCE. FOR EXAMPLE, THESTRENGTH 
AND RELATIVE STABLILITY OF THE EUROPEAN MONETARY SNAKE, 

THEY BELIEVE, ARE CAUSING THE EC TO EVOLVE TOWARD A DISTINCT 
MONETARY ZONE. THESE DEVELOPMENTS COULD INCREASE THE 
INSTABILITY OF THE CURRENT UNIPOLAR MONETARY SYSTEM. 

5. OTHER VIEWS: OTHER COMMISSION FINANCE OFFICIALS DO 
NOT ENTIRELY AGREE WITH THE ABOVE CONCERNS. A SYSTEM 
RELYING PRIMARILY ON THE DOLLAR SHOULD BE MORE EFFICIENT 
AND STABLE THEN A MULTI-CURRENCY SYSTEM, AS LONG AS 
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THE US CONTINUES SOUND ECONOMIC POLICIES. THEY NOTE THAT 
US LONG TERM PRICE TRENDS ARE GENERALLY FAVORABLE 
COMPARED TO EC TRENDS. THEY ARE ALSO REASSURED BY 
US EMPH ASNFIIUFB YTSTRAININ G PRICE INFLATION. THESE 
OFFICIALS ALSO TAKE ISSUE WITH THE ALLEGATION 
THAT THE US IS TRYING TO MAINTAIN ANUNDERVALUED DOLLAR 
TO ENHANCE ITS COMPETITIVE TRADE POSITION. THEY 
BELIEVE THE US IS ALERT TO THE TRADE IMPLICATIONS 
OF EXCHANGE RATE LEVELS, BUT IT HAS NOT INTERVENED IN 
THE MARKET TO MAINTAIN AN ARTIFICIAL LEVEL FOR THE 
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DOLLAR. NDEED, THEY HOPE THE US WILL INTERVENE MORE 
TO SMOOTH OUT ERRATIC MOVEMENTS. THESE OFFICIALS AGREE 
THAT THE US REMAINS PRE-EMINENT IN FINANCIAL MATTERS BUT 
IT DOES NOT DOMINATE THE DECISION-MAKING PROCESS OF THE 
INTERNATIONAL FINANCIAL INSTITUTIONS. THE ARDUOUS US- 
FRENCH NEGOTIATIONS OVER EXCHANGE RATE REFORM ILLUSTRATE 
THIS POINT. 

6. PROSPECTS: COMMISSION OFFICIALS CONTINUE TO BE 
CONCERNED OVER WIDELY FLUCTUATIONS RATES WHICH, THEY 
BELIEVE. DISRUPT TRADE, MISALLOCATED RESOURCES AND UNDERCUT 
PUBLIC CONFIDENCE. THEY LOOK TOWARD A SYSTEM OF GUIDED 
RATES, A COMPROMISE BETWEEN THE EXCESSIVE FIXATION 
OF THE OLD SYSTEM AND LARGE RATE MOVEMENTS OF A CLEAN 
FLOATING SYSTEM. THE DOLLAR RATE FLUCTUATED BY 
MORE THAN 25 PERCENT AGAINST MANY EC CURRENCIES LAST 
YEAR. THEY BELIEVE GUIDED RATES CAN WORK EFFECTIVELY 
BUT WHIS WILL DEPEND ON G-10 MEMBERS' ABILITY TO 
INTERVENE TO MAINTAIN ORDERLY EXCHANGE MARKETS 
AND TO COORDINATE DOMESTIC ECONOMIC POLICIES. THEY ADD 
THAT THE DOLLAR NEEDS TO REMAIN OVER THE LONG TERM 
AS STABLE AS THE CENTRAL RATE OF THE SNAKE. A 
CONSISTENTLY UNSTABLE DOLLAR WOULD INCREASE THE USE 
OF EC CURRENCIES IN INTERNATIONAL FINANCIAL TRANS- 
ACTIONS AND AS ALTERNATIVE RESERVE ASSETS TO THE DOLLAR. 
SUCH A TREND WOULD EVENTUALLY PROVE DISRUPTIVE TO THE 
CURRENT TYSTEM. GREENWALD 


LIMITED OFFICIAL USE 


NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: ECONOMIC COOPERATION, FOREIGN EXCHANGE, FINANCIAL MARKETS, CURRENCY STABILITY 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 23 JAN 1976 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: morefirh 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1976ECBRU00733 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Film Number: D760027-0672 
From: EC BRUSSELS 

Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1976/newtext/t1 97601 29/aaaaayvh.tel 

Line Count: 142 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ACTION EUR 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: n/a 

Previous Classification: LIMITED OFFICIAL USE 

Previous Handling Restrictions: n/a 

Reference: 76 EC BRUSSELS 76, 76 EC BRUSSELS 11278 

Review Action: RELEASED, APPROVED 

Review Authority: morefirh 

Review Comment: n/a 

Review Content Flags: 

Review Date: 30 MAR 2004 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <30 MAR 2004 by KelleyW0>; APPROVED <13 MAY 2004 by morefirh> 

Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
04 MAY 2006 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: EC COMMISSION OFFICIALS COMMENT ON IMF INTERIM COMMITTEE MEETING AND PROSPECTS FOR NEW SYSTEM 
TAGS: EFIN, EEC 
To: STATE 
Type: TE 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



